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Lee Schulz and Chad Hart
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AS WE have detailed in various articles in this and other ISU outreach publications, 
international trade is a significant 
demand component for our agricultural 
markets. For the major US agricultural 
commodities, exports capture between 
12 (cattle and corn) and 85 (cotton) 
percent of total use. Many factors shape 
international demand, from the growth, 
or lack thereof, in the general economy 
or the population to the agricultural 
and trade policies employed by various 
countries. At a time where the US 
agricultural sector is hoping to find the 
bottom of the economic downturn it is in, 
it is searching for growth in traditional 
markets and opening in new markets to 
bring about a financial resurgence; and, 
with 95 percent of the world’s customers 
outside of our borders, the potential for 
growth is sizable.
The 2017 marketing year is shaping 
up to be a mix for US agriculture on the 
export front. In general, there is export 
growth for most commodities, but a few 
are suffering a setback. That pattern 
holds for the major Iowa commodities. 
The trade policy uncertainty 
surrounding some of trade agreements 
has also seemed to have a mixed impact 
on trade flows. Despite the tension in 
the NAFTA renegotiations, agricultural 
export sales to Canada and Mexico have 
been higher for Iowa’s commodities. 
However, concerns about the KORUS 
agreement have coincided with some 
reversals in agricultural trade.
The livestock/meat export picture 
is mainly of growth. US beef export 
sales are nearly 10 percent higher 
than at this time last year. Figure 1 
details the export sales changes for 
the six largest export markets and the 
combined impact across all US beef 
export markets. Five of our six top 
Figure 1. Shifts in US Beef Export Sales
Source: USDA-FAS
Figure 2. Shifts in US Pork Export Sales
Source: USDA-FAS
Figure 3. Shifts in US Corn Export Sales 
Source: USDA-FAS
Figure 4. Shifts in US Soybean Export Sales
Source: USDA-FAS
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markets are higher, with the Japanese 
market leading the export charge as 
they represent roughly half of the total 
growth this year. South Korea is the only 
major market that has taken a step back. 
Our partners in NAFTA have expanded 
beef purchases 7–9 percent. While 
there has been a lot of chatter about the 
opening of China to US beef, the export 
impacts will take some time to develop. 
Currently, the entire direct Chinese pull 
in the beef market is four times less than 
just the growth in the Canadian market. 
Growth outside the major markets has 
been robust, up 37 percent for the year. 
So the trade situation for US beef is very 
positive at the moment.
The pork sector is experiencing 
much larger swings in trade flows, but 
the overall pattern is similar to beef. 
Total export sales are up 8.5 percent, 
compared to last year. Most of the 
major markets are higher, with the 
majority of that strength coming from 
countries where the United States has 
trade agreements (Mexico, Canada, and 
South Korea). In fact, the growth in the 
Mexican pork market is basically the 
growth in US pork exports. The Japanese 
and Chinese markets have been the 
areas where US pork has retreated this 
year. China tends to be a very volatile 
market for US pork, with substantial 
gains in one year offset by losses the 
next, which looks to be the case this 
year, as Chinese imports are roughly 
half of what they were last year. Smaller 
pork markets are growing at a relatively 
strong rate, above 25 percent.
While the livestock markets are 
enjoying export growth, the crop 
markets are dealing with larger 
international competition and, thus 
far, smaller export sales. For corn, the 
downturn was expected. USDA has 
consistently projected lower corn 
exports for the 2017/18 marketing 
year. Three of our top six markets 
have increased purchases, but the 
growth in bushels is relatively small. 
Mexico has purchased a bit more corn, 
but the shrinkage in other markets 
overwhelms that growth. Japan is down 
over 40 percent, South Korea is 80 
percent lower, and smaller markets are 
down an average of 66 percent. Sales 
to unspecified destinations, labeled 
as “Unknown,” are 57 percent lower. 
Overall, corn export sales are down 
36 percent or 300 million bushels 
compared to last year. By the end of the 
marketing year (August 2018), USDA 
expects corn exports to be roughly 450 
million bushels lower. 
Soybean export sales so far 
this marketing year are also off to a 
disappointing start. Direct sales to 
China, the largest import market by far, 
are 13 percent lower. China is also the 
major destination for the “Unknown” 
sales, which are off by 34 percent. 
While we are seeing soybean sales 
growth in other markets (Mexico, 
Indonesia, Thailand, and the European 
Union), the downturn in the Chinese 
market is driving the current numbers. 
However, while the current situation 
is weaker, USDA’s projections show 
a rebound in soybean exports and a 
continuation of record export sales. 
With current sales running 160 million 
bushels below last year’s pace, exports 
will have to surge to meet the 75 
million bushel growth projected by 
August 2018.
On the whole, US agricultural 
exports remain very strong. 
Agricultural trade and the US 
agricultural trade surplus peaked 
in 2014. While there has been some 
retracement since then, the United 
States still exports roughly $140 
billion of agricultural products and has 
maintained a positive agricultural trade 
balance since 1994. Current projections 
for 2017 and 2018 show export values 
holding firm and the agricultural 
trade balance staying in the $20–$30 
billion range. Furthermore, while trade 
renegotiations could upset those flows, 
for most the part, US agricultural trade 
has been only seen minor disruptions 
thus far. Farmers and ranchers hope 
that continues to be the case. 
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How Do Swine Producers and Veterinarians 
Expect the VFD to Affect Their Business?
continued from page 5
and any new prescriptions,” shared 
one independent producer. A second 
producer offered, “There will be a small 
charge for the VFD paperwork, but I’m 
not sure that it will be much over the 
course of the year.” 
All 16 of the interviewed contract 
producers do not anticipate increases 
in their operating costs. Each shared 
that the integrators will cover any 
additional costs as a result of the 
policy. “The integrator would pay for 
product and supplies,” shared one 
contract producer. 
Results from the case study analysis 
indicates swine industry participants are 
knowledgeable on the new antibiotic-
use guidelines and have prepared 
themselves for changes to their business 
operations that may be needed. The VFD 
is expected to cause a moderate burden 
for veterinarians. Overall, producers 
believe the VFD will not have a large 
impact on their business. Interview 
participants provided a number of 
anecdotes about impacts. Together, these 
comments suggest, impacts will be larger 
for independent producers than contract 
producers. 
Follow-up interviews are currently 
being conducted to quantify/gauge the 
actual impact during the first year of the 
new antibiotic-use guidelines. 
Funding for this research was provided by the 
Economic Research Service through USDA/ERS 
Cooperative Agreement # 58-6000-6-0064, entitled 
Economic Effects of Changing Antibiotic Use 
Preferences in US Livestock Production.
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of reducing pollution from flaring and 
from putting the natural gas to good 
use instead of simply burning it off, the 
regulation likely delivers substantive 
benefits to local populations and 
society more generally. Our research 
suggests that we can improve this 
regulation and make everyone better 
off, from producers to consumers. 
Firm-specific regulations leave 
opportunities for reducing flaring more 
cost effectively on the table. Reviewing 
and revisiting how the policy is 
implemented, therefore, could lead to 
substantially lower implementation 
costs while maintaining the benefits of 
this regulation. 
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Figure 2: Flaring in the Bakken at Night 
Source: NASA
Efficient Environmental Regulation in the  
Unconventional Oil Industry
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year.2 If we assume 0.9 billion bushels, 
(Figure 4), then the stockpile will be 
depleted by the end of 2019/2020 
crop year. If China wants to maintain 
a stockpile of 1.39 billion bushels, the 
lowest in recent history, it will need to 
import two billion bushels of corn by 
2020/21 and much more after that. 
China may change its policies if it finds 
high levels of corn import unacceptable. 
US corn exports to China resumed 
in 2017 after Syngenta’s Duracade 
trait (used in the United States against 
rootworms) got Chinese approval in 
July 2017. So it is possible that if China 
increases corn imports that the United 
States will be a dominant source. 
In the past, China has imported 
large quantities of ethanol when 
domestic production has fallen short of 
demand. If imports surge as a result of 
the E10 mandate, the United States, 
the top ethanol exporter to China, 
will benefit. In fact, as this report is 
being prepared, it is profitable for US 
producers to export to China, even 
with the 30 percent tariff (S&P Global 
Platts 2017). 
Whether the ethanol mandate and 
other changes in China’s corn policy 
will result in additional corn imports 
or additional ethanol imports remains 
to be seen.
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China’s New Nationwide E10 Ethanol Mandate  
and Its Global Implications
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on agriculture. There are sectors 
for which it might be harder to find 
common ground with Canada, like 
aircraft manufacturing and softwood 
lumber. An apparent concern for 
the current US administration is the 
trade deficit with Mexico. The United 
States imports a lot more from Mexico 
than it exports to Mexico. To trade 
experts, trade deficits and surpluses 
are normal outcomes of free trade, 
they reflect comparative advantages 
and certainly do not imply that a 
country is losing from opening trade 
with another country. There are more 
pressing issues. First, the rules of 
origin, or the percentage of NAFTA 
content for a product to be traded 
duty free, should not be used as 
trade barriers. Second, NAFTA must 
have an efficient dispute resolution 
mechanism to quickly and fairly 
resolve trade disputes and prevent 
the abuse of countervailing and anti-
dumping safeguards.
The current negotiations will follow 
a tight schedule because of the elections 
in July in Mexico next year and mid-
term elections in the United States a few 
months later. We should learn over the 
next six months what shape NAFTA 2.0 
will take. A possible outcome to watch 
for is a bilateral agreement between 
Canada and the United States. 
The Importance of NAFTA for the 
Agricultural Sector
continued from page 7
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